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E.O. 11652: N/A 
AGS: EAID, EFIN, BG 

SUBJECT: CHANGE IN SCOPE OF GREATER DACCA GAS DISTRIBUTION 
PROJECT 

REF: (A) TREASURY 77-104, (B) MANILA 12266 

1 . ON AUGUST 25, BAORD OF DIRECTORS DISCUSSED ISSUE OF NON 
COMPLIANCE OF TARIFF INCREASE BY BANGLADESH GOVERNMENT AS 
MANDATED BY LOAN COVENANT UNDER ADB LOAN FOR GREATER DACCA 
GAS DISTRIBUTION PROJECT. 

1 . HAVING SENSED IN EARLIER BOARD MEETINGS TENDENCY OF SOME 
DIRECTORS TO CONSIDER THAT COVENANTS WERE GENERALLY TOO 
RESTRICTIVE AND THAT MANAGEMENT WAS TOO RIGID REGARDING THEIR 
ENFORCEMENT, U.S. ED USED OPPORTUNITY TO STRESS ADVANTAGES 
MULTILATERAL LENDING INSTITUTIONS HAVE AS COMPARED WITH 
BILATERAL DONORS TO GET BORROWERS TO WORK TOWARD DESIRED 
ECONOMIC GOALS THROUGH INSTITUTION OF APPROPRIATE COVENANTS. 
BELIEVE THIS WAS CLEARLY ACCOMPLISHED AS SUPPORT WAS RECEIVED 
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FROM ALL DEVELOPED COUNTRY DIRECTORS (EXCEPT JAPANESE 
DIRECTOR WHO WAS SILENT). EVEN INDIAN DIRECTOR, WHO EARLIER 
IN BOARD SESSION HAD ARGUED THAT COVENANTS FOR ENERGY 
SECTOR LOANS ARE NOT REALLY CAPABLE OF BEING CARRIED OUT, 

CAME OFF HIS POSITION BY SAYING HE DID NOT MEAN TO 
MINIMIZE IMPORTANCE OF COVENANTS. 
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